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SUBJECT: CIV AIR - RECIPROCAL INCOME TAX EXEMPTION AGREEMENT 

REF: A. STATE 235683, OCT 25, 1974 
B. SANTIAGO 6736, NOV 6, 1974 

1. GOC FOREIGN MINISTRY SUDDENLY ANXIOUS TO CONCLUDE AIRLINE 
RECIPROCAL INCOME TAX EXEMPTION AGREEMENT WITH USG. FONMIN 
ECONOMIC DIRECTOR BURR SUGGESTED THAT AGREEMENT'S FORM SHOULD 
BE THAT WHICH CHILE USES WITH ANDEAN PACT PARTNERS. EMBASSY 
HAS COUNTERED WITH SUGGESTION THAT GOC RESPOND TO OUR 
DIPLOMATIC NOTE WHICH FIRST INVITED THE GOC TO CONCLUDE 
RECIPROCAL INCOME TAX EXEMPTION AGREEMENT FOR TRANSPORTATION 
COMPANIES (NOTE 505, OCT 20, 1972). 

2. PRELIMINIARY REVIEW INDICATES THAT MAJOR DIFFERENCE 
BETWEEN TWO FORMS IS THAT GOC'S VERSION ESTABLISHES 
RETROACTIVE TAX EXEMPTION WHILE USG'S VERSION DOES NOT. THIS 
IS CRUCIAL POINT, SINCE, AS DEPARTMENT AWARE, LAN CHILE HAS 
NEVER PAID U.S. INCOME TAXES WHILE BRANIFF HAS PAID 
SIGNIFICANT CHILEAN INCOME TAXES. (COMMENT: WE UNDERSTAND 
THAT IRS INTEREST IN LAN'S U.S. TAX HISTORY IS THE MOTIVE 
FACTOR IN PRESENT CASE.) 

3. COPY TEXT GOC ANDEAN PACT RECIPROCAL TAX EXEMPTION 
AGREEMENT WILL BE POUCHED EB/TT/OA JULY 23. 
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4. ACTION: REQUEST INSTRUCTIONS ASAP. 
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